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THE MEMBERS’ FORUM 
Cutting Sales Cost by Scientific Analysis 


Unless my guess is very far wrong there is a harder job in the next ten 
years in American business cut out for the sales department than there is for 
the factory. It isn’t that the factory won’t have savings to make, better 
methods, in some cases revolutionary methods to invent and install, but their 
organization for going ahead on those lines is quite well established. We shall 
perfect it, but we have in our factory organizations as a whole the engineering 
department for this, the research department, for that, and a pretty fairly well 
standardized method of finding the daily economies, the daily improvements 
on which progress depends. 


The Parity of Distribution and Factory Costs 


In the final cost to the consumer in the United States it is not far from 
the truth to say that distribution and factory costs are just about equal. What 
the consumer pays $2.00 for, by and large costs quite complete with over- 
head and profit, one dollar at the factory gate if that second dollar were 
merely profit, which of course it is easy for the public as a whole to assume, 
the proposition would be extremely simple, and a little reasonable competi- 
tion such as we have experienced (and some unreasonable competition since 
1921), would take care of that. But it is much more difficult. Most of that 
second dollar, or at least all of the important and difficult part of it, is in the 
costs of services incident to distribution. We cannot simply cheapen our 
service, any more than we could solve the problem 40 years ago in the factory 
by cutting quality. People tried it and in the long run failed. 

We shall be forced to invent means of working over that second dollar 
because the opportunity in that sales dollar is at least as good as the oppor- 
tunity in the factory dollar—in fact, most people would say much better, 
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because the first dollar has been worked over, worked over by engineers, by 
chemists, by specialists of all sorts for many years. The second dollar hasn't 
had the intensive, the analytical attention, that the first dollar has had. We 
haven’t, for example, gotten together in the past, as you have gotten to- 
gether in these past two days,* to put before each other our methods frankly 
and openly, to show that generalized picture of the field which is the very 
first step for any intelligent research. 


Exchange of Experiences 


It is a significant and important fact that the sales managers are coming 
together in this way to compare notes. I hope you will repeat it often and will 
with each meeting gain the confidence to lay your own methods, good and 
bad, before all so that the art may be advanced, so that the job of selling may 
be more and more turned into a true profession. It cannot be made a pro- 
fession by insisting it has opportunities for service; it certainly cannot be 
made into a profession by talking about it and insisting it is. It will be made 
into a profession only when it adopts the fundamental methods which we 
acknowledge must exist in the professions, and one of the first and most 
fundamental is the open and frank exchange of experiences. You must get 
over wholly the notion that the secret method is of any good, for in the most 
part when we have met together in the manufacturing field and have begun 
to tell our stories, we find that the things which we were most secret about 
were just the methods that weren’t so very good. Most of us had hugged 
these secrets so closely and carefully that we hadn’t looked around enough 
to discover they were old-fashioned. 

The American Management Association wants to do its share, to do all 
it possibly can to bring sales managers into this constructive sort of confer- 
ence where the idea is to give out all that you can and where the result is 
usually that you get about five times as much as you give. 


Henry S. Dennison, President, 
Dennison Manufacturing Company. 





Predetermination of Profits 


In this era of scientific management great stress has been laid upon pre- 
determination of operating equipment, methods and standards. The sales 
budgets, financial budgets and manufacturing budgets are playing important 
parts in the efficient administrative control of industry, but the vital factor, 
predetermining profit, has been seemingly neglected. The very existence of 
the business is dependent upon profit. Its growth and development varies 
with profit and yet industry seems satisfied to sit back and wait for the 


* A. M. A. Sales Executives’ Conference, held at Boston, April 7 and 9, 1925. 
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periodic statement of profit and loss. Executives, stunned by red figures, 
start investigations to determine the causes of losses or small profits. It is 
just another case of locking the barn door after the horse has been stolen. 

It is true that with the aid of sales budgets and budgets of financial and 
manufacturing expenses the executive can predetermine what profits ought 
to be realized for the coming year. He cannot, however, foretell with any 
great accuracy what the deviation from this standard is going to be during 
the year. What he needs is a method for predetermining profits over a short 
period of time under actual conditions which will not vary to any great ex- 
tent. Such a method is briefly discussed here. 

To predetermine profits it is necessary to set up controls for financial 
administration by providing figures showing: 


1. The planned production for the period to be studied in terms of its 
sales value. 

2. The sales profit on this production. 

3. The unabsorbed fixed burden for the period, i.e., the number of idle 


hours in each machine group multiplied by the fixed burden rate per hour for 
each group. The idle hours may be determined from the plan for the period. 


4. Intelligent estimates of the other costs on the profit and loss state- 
ment (see under “Necessary Adjuncts”), such as material costs, manufac- 
turing costs, administrative and sales expenses, cost of defective and returned 
goods, cost of waste, cost of freight and cartage, production losses or gains, 
labor losses or gains, etc. 

The above information is of value to: 

1. The executive officers of the company as a guide and regulator of 
policies of expansion, dividends, etc. 

2. The sales department as an indicator showing them how far to go in 
price manipulation and sales effort to get new business. During the time of 
business depression it may be advisable to sell at cost or even below cost in 
order to absorb fixed charges. 


3. The factory manager as a program -for the given period, which, if 
carried out, will result in the realization of the net profit as forecasted. 


The necessary adjuncts in securing this information are: 
I. An efficient planning system. 

2. Accurate production standards and machine hour rates. 
3. An accurate manufacturing budget. 

4. Accurate cost records. 


5. Either charts or figures covering previous periods which give the 
Proportion of the various other expenses and incomes found on the profit and 
loss statement to the sales value of the material produced ; for example, the 
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ratio of the cost of defective and returned goods to the total sales value of 
goods for the period, the ratio of the cost of waste to the total sales value for 
the period, the ratio of the production loss or gain to the total sales value for 
the period, etc. 


Application of the Sales Budget 


It is well to go into greater detail regarding the use of the information to 
the factory manager. Assume that the sales budget calls for a production the 
sales value of which is $500,000.00 per month. Assume the information at 
the beginning of the month shows that the sales value of the planned produc- 
tion for that month is $300,000.00. The factory manager’s task is now 
definitely laid out. A conference with the sales manager will determine 
whether or not it can be brought in to be manufactured during that month 
in order to make up the deficit. If no more business is available, the factory 
manager must reduce his budget allowances to conform more closely to the 
sales value of the business on hand. The sales value of his production. is 
three-fifths of the sales budget. Therefore, he must cut his manufacturing 
budget as close to three-fifths as is practicable if he wishes his percentage 
of profit to remain constant. He must economize in office supplies, in in- 
direct materials, in power, in direct and indirect labor, etc. 


No doubt he will find it easier to approach the maximum saving in every 
item on his profit and loss statement with the exception of labor, both direct 
and indirect. Here the manager must not permit mathematics to befog his 
judgment. A combination of mathematics and sound business judgment is 
necessary. If the planned production for a given period is decidedly less than 
normal, lay-offs are necessary. Here the manager must choose the happy 
medium between the extremes of a tremendous loss due to idle labor and a 
false economy resulting in a loss at least equally as great due to the disruption 
of his organization through excessive lay-offs. 

In time, I believe, the predetermined profit and loss statement will be a 
great factor in eliminating the peaks of rush periods and periods of depres- 
sion found in the activity curve of every industry. The alert factory man- 
ager, knowing in advance that he faces a period of slackness with its accom- 
panying loss in idle labor or labor organization, will leave nothing undone to 
impress the sales manager of the necessity of using drastic sales measures to 
bring in new business. If buying can be thus stimulated during the so-called 
slack periods, the rush periods will be automatically eliminated. 


CLARENCE F. YourmAn, Planner, 
Robert Gair Co. 
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THE MANAGEMENT INDEX 
Abstracts and News Items 




















GENERAL MANAGEMENT 


Business Conditions and Outlook 

Various elements are cited which have 
led to the increased business activity of 
the past year. Concerns are doing all in 
their power to reduce overhead and cost of 
production, and among other phases which 
should be considered are: Simplification; 
war on the credit crook; a more complete 
knowledge of retail costs; possibility of air 
transportation, particularly the accessibility 
to new regions; stock ownership; reduc- 
tion of taxes; and the steady development 
in super-power which has permitted a re- 
markable expansion and points to great 
possibilities in many lines of industry. By 
H. M. McGill. The Chicago Purchasing 
Agent, June, 1925, p. 23:3. 


Scientific Industrial Management 


This is not an industrial panacea that is 
to come in future days, but is here now in 
most successful operation wherever em- 
ployed. It contemplates and embraces 
briefly: 1. An executive with power who 
has a comprehensive knowledge of the in- 
dustry in which his business is placed, who 
knows how to make and administer an an- 
nual budget, who appreciates the true re- 
lationship between earnings on invested 
capital and earnings on sales. 2. A busi- 
ness balanced in every essential depart- 
ment. 3. A Budgetary System of Control 
administered by the chief operating execu- 
tive. 4. A sales policy, the aim of which 
shall be to get the product of the company 
under its original name to the consumer 
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by the most direct and cheapest means. By 
Fred W. Shibley. Address to The Illinois 
Manufacturers’ Cost Association on April 
28, 1925, Bankers Trust Company, New 
York. 28 pages. 


Plant Functional Organization 

The fundamental difference between the 
territorial and functional plans of organi- 
zation are outlined, with the reasons for 
and advantages of each plan as applied to 
the interests of the Maritime Telegraph 
and Telephone Company. In the terri- 
torial organization one official is respon- 
sible for the work of all departments. 
In the functional plan, every employee is 
concerned with only one main branch of 
the business, and reports to only one head. 
The advantages of the latter are: 1. A 
body of well-trained and semi-specialized 
employees. 2. Greater efficiency due to 
specialization. 3. Competently trained un- 
derstudies available for promotion. 

Functional organization has two chief 
disadvantages, the first of which is a cer- 
tain amount of duplication of traveling ex- 
pense and time, and the other is the danger 
of inefficiency and poor service to the pub- 
lic through lack of co-operation, but on 
the whole it is considered to be of decided 
benefit to all concerned and superior to the 
territorial plan in this company. It is only 
necessary to remember that a public service 
is being rendered, and that one’s interests 
should not be limited. By W. A. Winfield. 
The Monthly Bulletin, June, 1925, p. 
62 :134. 
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FINANCIAL MANAGEMENT 


Can You Trust Your Cost System? correlation between the fluctuations of the 

Many factory cost systems now in use dollar and the volume of business. |p 
are actually untrustworthy at the present — this article a correlation of 94.1 per cent 
time. Vital weaknesses in the old-fashioned is reached. Seldom before has a correla. 
way of getting costs are pointed out and tion so high been found in the efforts to 
it is shown how the method of comparing ¢xPlain the “business cycle.” 
actual costs with standard costs is being If the non-cyclical or irregular factor, 
used to overcome this weakness. By price change, can so nearly explain the 
William R. Basset. Factory, July, 1925, behavior of business, there is little room 
p. 47:3. left for any cyclical, or regular, factors, 

especially as there must be numerous other 
Cause and Remedy for Bank Failures on-cyclical ones always at work. It is de. 
veloped that there is no reason for faith 
ation of the Federal Reserve system and ‘™ “the” business cycle. The indications | 
the great advance in American banking from this study are that, as long as price 
standards, a greater number of bank fail- levels change greatly, from whatever cause, 
ures have occurred than ever before. The trade will vary to match. By Irving 
outstanding fact is that most of these Fisher. Journal of the American Statis. 
fatalities were in smaller banks with a ‘#4! Association, June, 1925, p. 179:23 
capital of $25,000 or less, and that the 
greatest stability is afforded by larger Budgeting—Its Purpose and Plan 
units. Arguments are presented in favor The first of a series of four articles. The 
of branch banking within limits as a pre- first article lays the groundwork of gen- 
ventive for bank failures. By Hon. Ed- eral information; it discusses the budget- 
mund Platt. Trust Companies, June, 1925, ing principle, outlines in a general way its 
p. 739:3. application to business enterprises and in- 
dicates its broad advantages. 

The Balance Required of Borrowers In the Walworth Manufacturing Com 

The purpose of this study is to examine Pany the budget work is delegated to a 
the justifications offered by bankers for sort of bulget specialist within the organi- 
the average 20 per cent balance require- zation. Some concerns, notable among 
ment upon borrowers. It is fair to say them the United States Rubber Company, 
that not all bankers try to justify the prac- have adopted the plan of establishing the 
tice, but the great majority do. The most position of budget officer, giving him the 
common argument offered by them is that title of assistant comptroller. By J. H. 
the profit from it covers the cost of carry- MacDonald. Business, July, 1925, p. 7:3. 
ing the account. By Ray B. Westerfield. 
The Journal of Political Economy, June, 
1925, p. 257 :20. 


It is anomalous that despite the oper- 


Analysis of Profit 


In the case of an individual enterpriser, 
profits can be expressed as the sum of 
Our Unstable Dollar and the So-Called two terms, a percentage on capital, and a 

Business Cycle quasi-rent depending on his individual ca- 

The final results of a work begun two pacity. It would seem to be fair that the 
years ago. During this time the subject rate should be reckoned on the capital a 
has been intensively studied, and a number man employs, as the extent of business 
of different methods and data have been done depends chiefly on the whole amount 
tried in an endeavor to obtain the maximum of capital available. 
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In the case of the shareholder, all the 
profit received takes the form of a per- 
centage on capital, although part of the 
total is just as truly quasi-rent of his 
ability. 

The profit satisfactory to the producer, 
in that he cannot reasonably expect more, 
means a constant rate, plus the suitable 
compensation for risk. By R. A. Lehfeldt. 
The Journal of Political Economy, June, 
1925, p. 278:14. 


Computing the Economies of Labor- 
Saving Equipment 

Proposed new apparatus might indicate 

a saving in manual labor, but this did not 


OFFICE MANAGEMENT 


guarantee that it could be profitably sub- 
stituted for machines or devices in use 
at the time. In this article five simple 
equations are developed for determining 
the economies of an installation of labor- 
saving equipment. They show the maxi- 
mum investment which will earn simple in- 
terest; the yearly cost to maintain the me- 
chanical equipment ready for operation; the 
yearly profit, in excess of simple interest, 
from the operation of the equipment; the 
yearly profit from operation, in per cent on 
investment; and the years required for 
complete amortization of investment out of 
earnings. The Canadian Manufacturer, 
June, 1925, p. 7:4. 


Space: Location, Equipment, Arrangement 


One Move Reduced Our Expenses 
$250,000 a Year 

The centralization plan of the Indian Re- 
fining Company eliminates a heavy toll of 
lost motion that slowed sales and piled 
up expenses. For years the general sales 
offices and the general offices had been 
maintained in New York City, but prob- 
lems were constantly arising out of the 
distance between the center of sales direc- 
tion and the point where products were 
manufactured. To move the offices, bag 
and baggage, meant the transporting of 
more than 350 office workers with their 
families out of New York to Lawrence- 
ville, but 97 per cent of the home office 
sales force moved, and 75 per cent have 


Organization: 


Selecting the Salaried Employee 
The present article goes on from the 
point of the methods used in determining 
the fitness of prospective salaried em- 
ployees, discussed in a previous issue. The 
present installment takes up in detail the 


remained. It is felt that the results prove 
the move to have been a very wise one. 
By Colonel James H. Graham. Sales 
Management, June 27, 1925, p. 939 :224. 


Flexibility in Office Arrangement 
The standardization and uniformity of 


desks, typewriters, filing equipment and 
other office furniture cannot be too strong- 
ly urged. In expanding an office it is pos- 
sible to add capacity, with the minimum 


inconvenience, by a rearrangement of 
units. Even partitions may be standard- 
ized to advantage. By Edward E. Mar- 
tensen. Office Manager, July, 1925, p. 
194 :1. 


Job Analysis, Employment, Pay, Tests. 


procedure followed in employing those se- 
lected, in keeping track of them, and in 
severing employment with those who for 
any reason terminate their connection with 
the organization. The system here de- 
scribed functions for approximately one 
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thousand salaried employees such as clerks, 
accountants, stenographers, chemists, engi- 
neers, etc. By Eugene J. Benge. Indus- 
trial Management, July, 1925, p. 16:5. 


Group Differences in Intelligence Tests 

Are there group differences in the rela- 
tive difficulty of the several types of tests 
comprising an intelligence examination? 
To answer this question, the mental test 
records of 341 persons, comprising eight 
groups of different occupational and edu- 
cational interests, have been studied. The 
results shown are enumerated. By Grace 
E. Manson. The Journal of Applied Psy- 
chology, June, 1925, p. 156:19. 


Records: 


A Simplified Personnel Record 

The Bausch and Lomb Optical Company 
combine their employee’s record with the 
application blank. These blanks are then 
filed in a visible index, illustrations of 
which are shown. When an employee 
leaves, his card is taken from this active 
visible file and placed in a folder file. 
This system includes a photograph which 
was formerly kept in a _ separate file. 
Through a system of colored tabs indi- 
cating age, nationality, citizenship, trade, 
ete., speedy transfers may be made, usually 
in the line of promotion. A time study 
of this method showed a 75 per cent saving 
over the former practice. One clerk was 
also eliminated. By A. J. Zimmerman. 
The Office Manager, August, 1925, p. 223 :2. 


How Many Years Shouid You Keep 
Old Records 

The Union Trust Company of Cleveland 
has systematized the keeping of old rec- 
ords, and has set aside a definite location 
in its building, and a separate department 
to handle them, known as the archives. 
For general current filing purposes the 
correspondence is kept for two years, then 
sent to the archives, and arranged by 
year and subject. It is believed, however, 
that there is a time limit beyond which it 
is no longer advisable to keep old records 
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Is Supervision Cost the Invisible Leak? 
A dissertation on “Which is cheaper jn 
the long run: fewer, but higher-priced 
workers in the ranks and next to no gy- 
pervisors; or many workers of all grades 
and spend the difference on supervision?” 
Office manuals have replaced supervision 
somewhat. In general the tendency seems 
to be to hold down supervision in the 
office where it is known that some super- 
vision is inevitable. Frequently offices that 
are understaffed in the ranks are top heavy 
with supervising officials. This is costly 
to the organization and unpleasant for 
the supervised. By Eleanor Gilbert. The 
Office Manager, August, 1925, 229:214, 


Forms, Charts, Cards, Files, Statistics 


and this limit for various items is sug- 
gested. By Don Knowlton. The Bankers’ 
Equipment-Service Bulletin, June, 1925, p. 
9:1, 


Economy in Handling Old Records 

The purchasing agent of the Phoenix 
Mutual Life Insurance Company narrates 
their experience in putting the house in 
order before moving. In planning for 
the care of old records in the new build- 
ing it was decided to centralize them all 
in one place. The responsibility for stor- 
ing, filing and indexing these records was 
put under the supervision of the Mailing 
and Filing Department. There is a real 
salvage value to old records, if sold as 
selective scrap. Records which have the 
greatest (often historic) value should be 
protected from fire. This company gained 
considerable filing space by removing the 
follower blocks, which increased the 
drawer capacity by 100 folders, and by 
placing a piece of blotting paper on the 
bottom of the drawer to keep the papers 
from slipping. A survey of old records 
will often reveal many duplications which 
can be eliminated. A successful opera- 
tion of any centralized filing system de- 
pends after all largely on the service 
rendered. By Wells R. Bill. The Office 
Manager, August, 1925, p. 233:2. 
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Handling the Duplication of Forms and 
Letters 

A study of the various purposes for 

which duplicating is done, the methods 

which can be used, and the application of 

the different methods to the various pur- 


poses. Decision as to which method of 
reproduction to use rests upon the major 
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Plant: 


Industrial Housekeeping 

A report made by the Bureau of Women 
in Industry of a survey of the methods 
of industrial housekeeping in thirty manu- 
facturing plants employing from 100 to 
500 workers. The factories visited showed 
that both good and bad results could be 
achieved through either centralized or de- 
centralized organization, that satisfactory 
results may follow a small expenditure and 
meager results a heavy expenditure. Ex- 
perience proves that a clean factory is ob- 
tained only when someone in authority is 
actively interested in cleanliness. It must 
be regarded as a positive factor in indus- 
trial efficiency. The Industrial Bulletin, 
June, 1925, p. 216:1%. 


Industrial Economics: Labor and 


Immigration 


The German and French National 
Economic Councils 

An account of the tendencies of thought 
and fact which led to the creation of the 
German Federal Economic Council in 1920 
and the French National Economic Council 
in 1925. The machinery of the two insti- 
tutions is described and the results already 
obtained from the working of the former. 
Each of the two countries has set up a 
council, the nature of which was deter- 
mined both by immediate national history 
and by established custom. The idea of the 
representation of economic and occupa- 
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considerations of purpose for which in- 
tended—volume, time and cost. The pro- 
cesses normally performed by an outside 
establishment and those processes which 
may be performed internally are taken up 
in detail. By Warren D. Bruner. The 
Bankers’ Equipment-Service Bulletin, June, 
1925, p. 5:3. 


Location, Lighting, Heating, V entilation. 


Solving a Factory Location Problem 

A simple analysis which sets forth the 
relative advantage of one location over 
another. The total cost of all the raw 
materials entering into a year’s produc- 
tion were calculated, delivered to each 
point. To these costs were added the total 
freight charges for delivery of the finished 
product from each point to purchasers. 
The totals are comparative, and providing 
manufacturing costs in the respective lo- 
calities are estimated to be the same, they 
will indicate the relative advantage of one 
point over the other. A favorable labor 
situation will tend to increase the financial 
advantages of a chosen location. By A. G. 
Anderson. Industrial Management, July, 
1925, p. 21:3. 


Capital, Legislation, Wage Theory, 


tional interests will necessarily spread and 
demand the attention of all nations. Ger- 
many, by including a new institution when 
she undertook the revolutionary re-casting 
of her political structure, France, by fol- 
lowing the traditions of her democratic 
practice, will have been the pioneers on 
parallel paths in a field of social progress, 
the possible development of which cannot 
be predicted. It cannot be denied, however, 
that they have the merit of satisfying cer- 
tain very definite aspirations for the ra- 
tional organization of economic forces. 
By Roger Picard. International Labour 
Review, June, 1925, p. 803 :27. 
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Employment: 


Placing Factory Workers Through 
Psychological Tests 

A district conference of the A. M. A. 
was held at Hartford on June 5, beginning 
with a luncheon at which there were 71 
present, and continuing in the afternoon, 
when Miss Millicent Pond and Mr. Walter 
Berry of the Scovill Manufacturing Com- 
pany, told of their study of the value of 
psychology tests in placing workers on 
factory jobs. Mr. Berry said: 

“I will start at the beginning and relate 
the history of our study of psychology 
tests. I started to feel my way along some 
four years ago. I had one very definite 
fact to start with: that the results and 
expenditures must be in keeping with each 
other. In order that tangible results 
should be shown as economically as pos- 
sible, as the first step I began to look up 
the available information on the subject. 
Having been a member of the American 
Management Association for several years, 
I quite naturally turned to them for what 
information they had on the subject. They 
referred me to Dr. C. S. Yoakum, of the 
Carnegie Personnel Bureau, and to Dr. 
Henry Link. I read Dr. Link’s book, 
‘Employment Psychology,’ very carefully 
and decided that I had found exactly what 
I wanted as the opening wedge. Machinist 
and toolmaker apprentices are much the 
same in every factory. The tests he had 
worked out were moderately simple and 
could be given by a novice. I had several 
conferences with Dr. Link and then started 
to experiment. The machinist and tool- 
maker apprentices are under me and come 
in four times a week for class work. I 
had the shop instructors pick out twenty ap- 
prentices that were unquestionably a suc- 
cess and also five that they considered were 
failures. These twenty-five boys were 
given Dr. Link’s tests as directed by him. 
The tests were given during their school 
time so no charge was entered against 
the experiment. The results were very 
encouraging. All twenty of the boys who 
were ranked as successful apprentices 
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passed the tests and of the five who were 
ranked as failures four failed the tests 
utterly. It was agreed by the instructors 
that the fifth, who had made a good record 
on the tests was a failure as an appren- 
tice, not because he lacked ability, but 
because he was careless and did not attend 
to his work. 

“This gave what was needed in begin- 
ning the study of psychology tests. Here 
was a definite indication that tests will 
show the ability to succeed on certain jobs, 
Also the cost of getting the information 
did not appear as a big item. 

“But the Scovill Company is a brass job- 
bing shop. They make brass goods upon 
orders and have a varied assortment of 
jobs. To work out special tests for the 
various jobs would be an immense under- 
taking and cost quite a bit. I was thor- 
oughly convinced that aptitude tests as 
described by Dr. Link were the most 
definite in their indication of a person’s 
probable chances of succeeding on the jobs 
for which the tests were developed, but 
the element of expense could not be over- 
looked. Therefore, tests of wider appli- 
cation must be sought. This is my second 
point. Tests for a factory, with the variety 
of jobs that the Scovill Company has, 
must be applicable to a fairly wide variety 
of jobs. 

“At this point several conferences were 
had with Dr. Yoakum. As the result of 
these conferences it was decided to try 
out the mental alertness test that the Car- 
negie Personnel Bureau had developed and 
called Test VI. It was a revision of the 
Army Alpha test. This test had many 
things to recommend it; it was easy to 
give, only took fifteen minutes, was easy 
to grade, and the factor of mental alert- 
ness would seem to be a part of the per- 
son’s chances of success on every job. 
Also, this test had been used with a large 
number of people and it had been stand- 
ardized. In view of all of these good 
points we began to play with it. Foremen 
were asked to name several of their very 
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best workmen, several that were only fair, 
and several that were the poorest in their 
rooms. These men were asked to take the 
test. The results were fairly satisfactory, 
but brought out another point. Test VI 
is an academic test and depends a great 
deal on language. Some of the very best 
workmen had received their education in 
a foreign country and were not able to do 
very well in the test due to a language 
difficulty. This was true with a fairly 
large per cent of them. A test of mental 
alertness to be used with factory workers 
must not depend too much on language. 

“Progress to this point had furnished 
enough of tangible nature to convince the 
executives that a more scientific study 
would be advisable. What had been done 
up to this time was of a more or less re- 
liable nature and could not be taken as con- 
clusive. To be sure that the data gathered 
was reliable and that the study was carried 
on properly it was decided to enter into a 
co-operative agreement with Yale Uni- 
versity. Under this agreement a woman 
who was working for the advanced de- 
gree in the graduate school of psychology 
was to spend half time at the Scovill Com- 
pany and half time at the university. 
While at the Scovill Company she was to 
direct the work of giving the tests and 
collecting records of success on the job. 
While at Yale she conferred with the pro- 
fessor of psychology so that the study 
should be properly guided. From Decem- 
ber, 1923, to December, 1924, there were 
2,700 people hired into the Scovill Com- 
pany. These people were assigned to jobs 
by the regular employment office. After 
they had been hired they were given the 
test as their first job for the Scovill Com- 
pany. Miss Pond will tell you how the 
study was conducted and the results ob- 
tained. 


“But there are a few other points that 
have come to the surface that I want to 
discuss before turning this meeting over to 
Miss Pond. One of these is the fact that 
@ person’s success on a job depends on 
other things besides his ability. I had to 
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discharge one of my best workmen be- 
cause he could not work agreeably with 
other people. He always had a chip on his 
shoulder. Another boy didn’t like being 
shut up for ten hours a day. He was a 
very good workman, but wanted to get 
out of the shop. He quit and got a job 
driving a truck. Then some of the boys 
do not like to work. I have two boys of 
my own. The older boy despises anything 
that has physical exertion to it, and the 
younger boy will work away by the hour. 
It takes continual pressure to get the one 
to do any work and the other ofte will 
hunt up things to do. The same is true of 
people generally, some like a job that keeps 
them on the move, and others want to take 
it easy. These three things, ability to work 
agreeably with others, the kind of things 
they like, and whether they like to work 
or not, all have as much bearing on their 
success as their intelligence and ability. 
This being true, it is not logical to expect 
tests that indicate the person’s mental 
activity but do not tell anything about the 
other factors to be the panacea for all 
of the difficulties in placing factory work- 
ers where they will stay put. I believe that 
a saving of 10 per cent or more in turn- 
over will more than pay for the cost in 
giving the tests. 

“This leads to the question as to how 
tests can be used as a practical part of the 
employment procedure. To begin with, 
the employment office will have to have 
much more definite information as to the 
jobs for which the people are wanted. The 
foremen will have to state the kind of 
bench work or the kind of machine work 
for which they want the person. This 
means a pretty definite man-job analysis, 
that is understood and used by both fore- 
men and employment office. A good many 
of the jobs are fairly short and frequently 
the foremen have to change the people 
from one line of work to another. How 
are the foremen to know to what job it 
would be best to transfer them? Those of 
us who deal with shop foremen know how 
jealous they are of their prerogatives. If 
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they can be given a working knowledge of 
the results and how people can be placed 
in accordance with these results as shown 
by some simple chart, I believe they will 
try to do it, but if they have to ask some 
one how to move their people about in 
their own room I doubt their doing so. 


“So for a summary of the things that 
industry expects of psychology, I will put: 


“1. Tangible results as quickly and cheap- 
ly as possible. 

“2. That the test cover as wide a variety 
of jobs as possible. 

“3. That the test must not depend on 
language. 

“4, Test must be easily given and quick- 
ly graded. 


“5. Test that can be given in groups 
as well as singly. 


“6. Ten per cent saving in turnover. 


“7. Results must be useable by regular 
foremen.” 


Miss Millicent Pond gave a brief state- 
ment of the organization of the scientific 
study that is being conducted under her 
direction. The variety of jobs on which 
the people are placed is so great that even 
though there were 2,700 people hired into 
the company during the twelve months 
from December, 1923, to December, 1924, 
the number on any fairly general group 
of jobs is quite small. For this reason no 
fine classifications of jobs could be made. 
Under these conditions the results would 
not be as clear cut as they would be if the 
jobs in each division were alike. 

The results of the study of the com- 
parison of the grades received on a stand- 
ard intelligence test and the stability on the 
job of these 2,700 people were shown on 
a chart and discussed. On this chart the 
jobs were grouped into broad general 
headings as “Machine Operators, Female,” 
“Bench, Female,” “Machine Operators, 
Male,” “Unskilled,” etc. Under each gen- 
eral heading the jobs were grouped into 
smaller and more homogeneous groups. 
As, for example, the “Machine Operators, 
Female” is divided into “Automatic feed,” 
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“Simple feed,” “Rhythmic feed,” “Press” 
and “Buffing.” Opposite the heading “Ay. 
tomatic feed” is a line 

The left end of the 
dotted line begins under the test score @ 
at the top of the chart and ends under the 
test score 99. Over this dotted line is the 
figure 56%. This means that of the people 
who got scores between 60 and 99 on the 
psychology test and were placed on this job 
56% left during the period of this study, 
The solid part of the line starts under the 
test score of 100 and ends under the test 
score of 129. Over this solid part of the 
line is the figure 16%. This means that 
of the people placed on this job who got 
scores between 100 and 129 only 16% were 
terminated during the study. Then the line 
is dotted again from 130 to 159 and over 
it is 42%. To the right of the line is the 
figure 40 under N. This means that the 
number of people placed on the job of 
operating automatic feed machines was 
40. It will be seen from this that the 
people who get scores between 100 and 129 
stay on this kind of work better than those 
who get scores below or above these 
figures. 

The other jobs are treated in the same 
way. The solid parts of the lines show 
the ranges of test scores where the turn- 
over is the least. The percentages above 
the different parts of the line show the 
turnover for those getting test scores be- 
tween the scores indicated by that part of 
the lines. 

The results of the study show that a 
practical saving in turnover can be se- 
cured by finding out the requirements of 
the various jobs in terms of test scores, 
then placing the people where they seem 
to be the most apt to succeed and remain. 

The Scovill Manufacturing Company is 
going to continue the study for at least 
another year. It is expected that by that 
time enough more people will have been 
placed on the different jobs so that finer 
separation of kinds of work can be made 
and more clear cut results obtained. Notes 
by a Member. 
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The Clinical Viewpoint in Vocational 
Selection 

In discussing certain psychological tests 
the works manager of a metal working 
plant insisted upon placing the following 
limitations upon the work of the psycholo- 
gist: 1. That the tests be limited to be- 
tween thirty and forty-five minutes. 2. 
That only machines and material found 
in the plant be used in the manufacture 
of the apparatus involved. 3. That the 
tests, when devised, be capable of admin- 
istration and interpretation by a clerk in 
the employment office. The third limitation 
is the one developed in this paper. By 


Morris S. Viteles. The Journal of Ap- 
plied Psychology, June, 1925, p. 131:7. 


Research in Selection of Motormen 

The first article of a series describing 
the methods of selecting motormen at the 
Milwaukee Electric Railway and Light 
Company, study of which was begun by 
Morris S. Viteles, and is being carried on 
and evaluated by Mrs. Sadie Myers Shel- 
low. The Ministerberg Test and an adap- 
tation of it are outlined, as well as several 
German investigations and tests. Investi- 
gations in other countries are also men- 
tioned. By Morris S. Viteles. Journal of 
Personnel Research, July, 1925, p. 100:16. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores 


Industry Profits by Stores’ Service 
The manager of the Colorado Fuel and 


Iron Company Supply Store says that em- 
ployees of industrial concerns operating 
commissaries or company stores benefit as 
much from the service rendered them as the 


stores benefit from their patronage. The 
Colorado Supply Store is really a huge 
department store, including a meat market, 
groceries, drugs and its own modern bak- 
ery. Each department manager buys and 
marks his own goods. The store, although 
surrounded by “Cash and Carries,” has an 
excellent credit and delivery system, and 
only sells goods of the best quality. By 
Earl C. McCain. Commissary, June, 1925, 
p. 8:1. 


The Cost of an Employee Service 
Department 

The costs and the value of the plant dis- 
pensary, systematized employment service, 
the library, the plant restaurant and the 
company store are treated. The attitude 
of the factory itself is largely responsible 
for the expense of the Service Department. 
If the opinion is that all such departments 
are drains on the treasury, the department 
will become a luxury, but if it is viewed 
as a practical proposition it will undoubt- 


edly become an important asset. By M. S. 
Rossy. Industrial Management, July, 1925, 
p. 4:1. 


Westinghouse Lodge Is Unique 
A description of “Oak Hill Lodge,” the 
permanent boarding house commissary con- 
ducted by the East Pittsburgh industry for 
the benefit of employees without homes, 


illustrated with photographs. 
Jones. 


By Stanley 
Commissary, July, 1925, p. 11:2. 


Tennessee Company Standardizes 
Certain Surgical Procedures 

A résumé of 1,125 cases at the Em- 
ployees’ Hospital of the Tennessee Coal, 
Iron & Railroad Company, which outlines 
the treatment of acute industrial frac- 
tures, burns and abdominal injuries. By 
H. Earle Conwell, M.D. The Nation’s 
Health, June, 1925, p. 408 :2. 


Dry Goods Turnover Analyzed 

Practical suggestions to aid company 
store managers in solving this problem, 
Conversation with the women customers 
will give the quickest insight into the most 
desirable items to carry in stock. The 
stores which have the most marked suc- 
cess in handling piece goods emphasize 
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the possibilities of piece goods depart- 
ments. By Charles C. Moon. Commissary, 
July, 1925, p. 13:1. 


“Modern Merchant” Directs “Modern 
Company Store” 

The president of the Hillman Supply 
Company reviews developments of com- 
pany store principles and methods of op- 
eration. As opposed to the older “Store 
Keeper” the modern merchant is a stu- 
dent: investigates the needs of the com- 
munity, scans the market for quotations, 
buys with intelligence and works at his 
job. Concentrated buying by an experi- 
enced purchasing agent who is familiar 
with every need of the workmen, gives the 
company store ®uying power equal to that 
of the chain stores. By M. P. Sullivan. 
Commissary, June, 1925, p. 10:3. 


Tying the Workman to His Job 

The Waynesburg plant of the Whitacre- 
Greer Fireproofing Company is a four- 
machine establishment employing about 350 
men. The problem was to get the labor 
and to keep it satisfied, so a complete vil- 
lage of 55 houses, each with an acre of 
ground and a share in a 125-acre pasturage 


Training and Education: Schools, 
Publications, Bulletin Boards 


Sante Fe Apprentice Instructors Meet 

The conference at San Bernardino, Cal., 
April 23-24, proved to be more than ordi- 
narily successful. The following outline 
of a few of the subjects discussed reflects 
the thoroughness of the methods used by 
the Santa Fe in the training of appren- 
tices. 

The discussion relative to boiler maker 
apprentices embraced three features—Fed- 
eral rules, autogenous welding, and the 
Locomotive Folio. Considerable time was 
devoted to the schedules of shop work 
assigned carman apprentices, the portion 
of time to be devoted to steel and body 
work, the relative values of the different 
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has been built for the employees, who are 
all colored, a half mile from the plant, 
These houses are sold to the employees at 
cost, not rented, thus providing an incen- 
tive for the worker to stay at his job, 
They are paid for at a certain rate each 
month. If the worker leaves his job and 
moves, the payments made are considered 
as rent and the house reverts to the com- 
pany. 

A community school house and church 
has been built for this town. The com- 
pany has had no labor trouble since 1923 
when the houses were built, and the plan 
has worked out so well that it has been 
extended to the other two plants. Brick 
and Clay Record, June 23, 1925, p. 978:2, 


Physical Equipment of Company Stores 

The first of a series of articles on com- 
pany store problems. In planning store 
location, departments and equipment keep 
the primary purpose of the store in mind— 
proper background helps achieve the right 
results. Several outstanding examples of 
successful company stores are given, with 
a discussion of selecting a site and proper 
fixtures. By Louis Spilman. Commissary, 
July, 1925, p. 7:2. 


Libraries, Apprenticeship, Employee 


classes of work in the coach shop and 
cabinet shop, the importance of all freight 
carman apprentices having a_ thorough 
knowledge of A. R. A. Rules, and methods 
of teaching these rules. Schedules have 
been adopted showing the time allotted for 
each series of lessons assigned the appren- 
tices in the school room. 

During the past two years, apprentice 
clubs have been organized at practically 
all division points on the system, the pur- 
pose being to give the apprentices a social 
good time, an opportunity to lead and di- 
rect meetings, and to bring apprentices, 
officials and shopmen closer together. 
Railway Mechanical Engineer, June, 1925, 
p. 362:134. 
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Teaching the Foreman to Teach 

In the Dayton Engineering Laboratories 
Company the instruction of the apprentices 
by the foremen is considered a very im- 
portant duty. A report is made out period- 
ically and handed to the educational edu- 
cator, who bases everything on the judg- 
ment expressed by the individual foremen. 
In most plants, however, the foreman is 
chiefly concerned with the breaking in of 
new men. Instructional ability of the fore- 
man often results in a great saving to his 
employers, and if he does not have the 
skill and ability to efficiently and quickly 
train workers, the company is liable to 
lose in a number of ways. 

It is necessary that the foremen should 
teach the workers more than one operation, 
in order that a more flexible working force 
may be built up. In one plant it is the 
policy of the management to encourage 
each worker to learn at least one other 
operation, paying him a bonus for his new 
mastery. In this way an efficient “flying 
squadron” has been built up. This un- 
derstudy policy is now being practiced in 
some of our largest corporations, notably 
the Carnegie Steel Company, where every 
executive official has an understudy. By 
J. K. Novins. The Dodge Idea, June, 
1925, p. 13:2. 


Training the Young College Man in 
Business 

A large number of manufacturers move 
him, by easy stages, from the classroom to 
the retailer’s store. One of the companies 
which has adopted this method is the Edi- 
son Lamp Works of the General Electric 
Company. From three to nine months are 
spent by each student in the field. Each 
one conducts surveys or campaigns or ren- 
ders special sales assistance to the district 
offices. Then the process of natural selec- 
tion takes place. 

The Westinghouse Air Brake Company 
gives the students which it has selected a 
course of technical training for a period 
of six months, during which time they 
render no service to the company. 


THE MANAGEMENT INDEX 





257 


In addition to lecture courses on pro- 
duction at the Firestone Tire & Rubber 
Company, other lectures are given on 
credit, advertising, merchandising, pur- 
chasing, auditing and all the main depart- 
ments of a big organization. 

Similar methods of training are used in 
Libby, McNeill & Libby, Otis Elevator 
Company, where the course is of two years’ 
duration, the Goulds Manufacturing Com- 
pany, the American Radiator Company, 
and the Brown Instrument Company. 

Among the stores mentioned which are 
sending men to the colleges to pick out 
likely material are S. S. Kresge Company, 
W. T. Grant Company, and R. H. Macy 
& Company. By Roy Dickinson. Printers’ 
Ink, June 4, 1925, p. 134:6. 


Training Foremen in Leadership 


A survey based upon replies to a letter 
which were received from the greater per- 
centage of the heads of the mechanical de- 
partments on the larger railroads of this 
country. It is clearly evident that there is 
a growing recognition of the importance 
of having the foremen and supervisors se- 
cure a better understanding of those prin- 
ciples upon which successful leadership 
must be based. Such matters are discussed 
as clubs, visits to other shops, technical 
magazines, books, bulletins, study courses 
and special instruction. Railway Mechan- 
ical Engineer, June, 1925, p. 364:6. 


Apprentice Training in the Marble 
Industry 

A unique and interesting development in 
the field of industrial education is the 
work which is being accomplished in the 
Apprentice Training School for Marble 
Setters at the University of Tennessee. 
It was established as a result of the scar- 
city of skilled marble setters which was 
causing the leading architects of the coun- 
try to eliminate marble wherever possible 
in the larger and finer buildings. Prac- 
tically all of the boys completing the course 
have been placed. One of the most grati- 
fying results has been the willingness of 
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the marble dealers to furnish marble with 
which to work. By H. H. Coxen. Indus- 
trial Education Magazine, June, 1925, p. 
357 :2. 


An Underground Theatre for Mine 
Workers 

Underground employees at the Spruce 
Mine of the Oliver Iron Milling Company 
are instructed and entertained with motion 
pictures in an underground theatre. These 
pictures are shown during the noon hour. 
Half of the entertainment is on the men’s 
time and half on the company’s. Two 
reels are usually shown, a safety film and 
a comedy. 

In addition to the safety movies for the 


Benefit Systems and Incentives: 
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employees, the company also holds occa- 
sional shows for the children of employees 
at the clubhouse. National Safety News, 
July, 1925, p. 34:%. 


The Foreman and His Responsibility 

Two anecdotes of the unfortunate type 
and a discussion of the opportunities 
which a foreman has to develop his mer 
and himself. Such features as: Keeping 
posted on business affairs, treatment of 
new employees, new tools or machinery, 
co-operation with the sales engineers, con- 
servation of material and attitude toward 
apprentices, are mentioned. By Bill Brown. 
Railway Mechanical Engineer, June, 1925, 
p. 360 :2. 


Group Insurance, Pensions, Profit 


Sharing, Wage Plans, Suggestions, Vacations, Stock Ownership 


Morris & Company Pension Decision 
Employees in Morris & Company have 
attempted to compel the company, which 
has sold to Armour & Company, to pro- 
vide for a continuation of the pension 
fund established for employees. This was 
a proceeding in chancery for accounting, 
discovery, etc., brought on behalf of pen- 
sioners of the pension fund established by 
Morris & Company. The fund was gov- 
erned by certain rules and regulations 
through a committee of the fund and was 
built up by contributions of the Morris 
Company’s employees of a certain percent- 
age of their salaries, in return for which 
after a certain number of years’ service 
and upon other conditions they were to 
receive pensions for life, and upon death 
their widows and children were also to 
benefit. The company agreed to contribute 
up to a certain amount. It contributed 
largely in excess of that amount. Morris 
& Company sold its business to Armour 
& Company and notified its employees that 
owing to such sale the Morris Pension 
Fund would automatically cease, and would 
be discontinued after a certain date. The 
bill was dismissed for want of equity. 
There was neither an express nor implied 


covenant between the parties that the pen- 
sion fund would never be cut off by sale 
of the business or otherwise. Cowles v. 
Morris & Company. Circuit Ct. of Cook 
County, Illinois. (13254) Decided March 
21, 1925. Compliments, Court Decision 
Reporting Corporation, New York. 


Vacation at Reo 
In accordance with the usual Reo policy 


of some years’ standing, all the employees 
of the Rea Motor Car Company—includ- 


ing the shop, office and cafeteria employees 
—take their annual vacation of two weeks 
at the same time. Reo Spirit, June, 1925. 


A Successful Foreman’s Bonus 

This is in operation in a manufacturing 
plant employing about 200 people. It con- 
sists of three parts. The foreman receives 
2 per cent more salary for every per cent 
reduction up to a total of 5 per cent in 
the cost of production per unit in his own 
department. This is computed in terms of 
the same week of the preceding year so 
that the foreman is always trying to beat 
his previous year’s cost record. Above 5 
per cent cost reduction the foreman receives 
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only 1 per cent additional for each per 
cent saving. He also receives a bonus 
of 1 per cent on his salary for each 1 per 
cent increase in output of the entire factory 
over the same week of the preceding year. 
This gives him a strong incentive to pro- 
duce more units as well as to produce them 


_more cheaply. Finally he receives 50 cents 


for every dollar paid to any of his workers 
for a valuable suggestion. Industry, June 
20, 1925, p. 4:%. 


Your Best Men—Are They Insured? 


It is only within quite recent years that 
most business organizations have realized 
the risk they were carrying in not protect- 
ing themselves through insurance against 
the loss of human assets. There may be 
more need for business insurance to protect 
the interests of the small manufacturer 
than there is for insurance to protect the 
interests of a great corporation. Another 
use of business insurance is as a promoter 
and stabilizer of credit. Then there is the 
one-man business of the professional type, 
of brain workers in general. In such cases 
death wipes out everything but the office 
furniture. 

Bankers not only advise business insur- 
ance, but in many transactions demand that 
this type of protection be carried. Mod- 
ern conditions have created an actual need 
for business insurance which is the funda- 
mental reason for its increasing use today. 
By John A. Stevenson. Nation’s Business, 
June, 1925, p. 36:3%. 


Takes Employees into Partnership 


Another Canadian company, the Robert 
Mitchell Company, Ltd., has opened the 
way to take its employees into partnership 
and to give each executive and craftsman a 
financial interest in the company. The 
employees have an elective body known 
as the “Shop Committee,” which repre- 
sents their interests to the management. 
Group insurance has been adopted and a 
mutual benefit society within the plant 
looks to the welfare of all employees. 
The Canadian Manufacturer, June, 1925. 
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Credit Unions 

In general, credit unions in the United 
States are divided into two types—urban 
and rural—designated respectively as the 
Massachusetts type and the North Caro- 
lina type. The former type averages about 
400 members. The cost to each member 
of one share of stock is ordinarily 10 or 
25 cents weekly. The North Carolina or 
rural type of credit union differs from the 
Massachusetts form in that it serves an 
agricultural population. Both types are 
steadily growing and promise a large field 
for co-operative effort. Industrial Rela- 
tions: Bloomfield’s Labor Digest, June 27, 
1925. 


Factory to Close for July Vacation 

Two of the plants, at least, of the Cor- 
ona Typewriter Company will be shut 
down during the first two weeks of July, 
in order that all employees may take their 
vacations without upsetting the efficiency 
of the organization. Corona Bulletin, 


June, 1925. 


Insurance on Co-operative Basis 


Employees of A. A. Shuford Mill Com- 
pany, Hickory, N. C., and affiliated com- 
panies have been offered group, life, health 
and accident insurance on co-operative 
basis. Each contributing employee will 
receive $500 life insurance, $5 per week 
sick benefit, and payment of total policy 
to any insured employee who is completely 
and permanently incapacitated before his 
sixtieth birthday. Industrial News Survey, 
June 29, 1925. 


Bonus Payment 

Armour & Company has announced its 
decision to pay a bonus of $2 per share per 
year for four years to its employee stock- 
holders. This bonus is in excess of regu- 
lar dividends payable to employees and 
others holding shares of company’s stock. 
Payments will begin on January 1, 1926, 
and will be payable semi-annually. IJndus- 
trial News Survey, June 22, 1925. 


AMERICAN MANAGEMENT REVIEW 


Labor Relations: Collective Bargaining, Arbitration, Employee Repre. 


sentation 


Trade Organization and Labor 
Legislation 

The economic unit on which the trade 
organization of the future should be based 
is the industry, that is, a group of under- 
takings in a single branch of production. 
The first attempts made at setting up an 
economic and legal organization in the 
printing trades of the Netherlands are de- 
scribed, and efforts to extend the system 
to other industries and the results of 
these ventures. The ways are considered 
in which the industrial council is superior 
to the works council, and it is argued that 
the new form of trade organization will 
lessen the need for state intervention. By 
J. A. Veraart. International Labour Re- 
view, June, 1925, p. 784:18%. 


The Amalgamated Clothing Workers of 
America 

Achievements of this union, in line with 
its expressed endeavor to become a con- 
structive and positive force in co-opera- 
tion with private industry, are the estab- 
lishment of three labor banks, the develop- 
ment of a plan of unemployment insurance 


now in operation, the maintenance jointly 
with manufacturers of machinery of arbi- 
tration, and a system of education for the 
workers, while an interesting new project 
is the construction of co-operative apart- 
ments on a considerable scale. These 
points are each further discussed. By Vic- 
tor O. Freeburg. Law and Labor, July, 
1925, p. 201:4. 


Recent Extension of Collective 
Bargaining 

An account of the principles and beliefs 
of collective bargaining as practiced be- 
tween the International Association of 
Machinists and others representing these 
trade unions, and the Baltimore & Ohio 
management. The same will to work as 
shown on the Baltimore & Ohio has for 
some months been in effect on the Canadian 
National Railroad in Canada. The shop 
craft employees and management of the 
Chesapeake & Ohio Railway and of the 
Chicago & Northwestern Railway, are also 
developing this same spirit in certain of 
their shops. By B. M. Jewell. American 
Federationist, July, 1925, p. 525:8. 


Planning: Job Analysis, Standardization, Routing 


Styles in a Brick-Yard 

In this eighth article on distribution the 
question of production is examined. Cer- 
tain ailments are pointed out, and by cit- 
ing examples general remedies‘ are sug- 
gested. In bricks, motor tires, light sock- 
ets and drugs there has been standardiza- 
tion and saving, but the time is soon com- 
ing when we must go further. By Charles 
E. Duffie. Business, July, 1925, p. 14:21%4. 


Our War Against Time 
Conscious, definite battles against the 
big time peaks, supplemented by continual 
war against the little time losses have 


made the most effective inroads against 
time in the work of the Prophylactic Brush 
Company. Many instances are given of 
ways in which delays have been overcome. 
They can be briefly summed up thus: Aim 
at the highest peak of delay. When that 
is reduced, aim at the next highest peak. 
Meanwhile, wage a constant war on all 
minor delays. Create a state of mind that 
guards against satisfaction with present ac- 
complishments. Do not consider any cur- 
rent process as a last word. As soon as 
one process is perfected, study to replace 
it with something better. By William 
Cordes. Factory, July, 1925, p. 39:3%. 
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BUYING, RECEIVING, STORING, SHIPPING 


Distribution an Economic Task 

Practical application of the facilities of 
rivers as highways and co-ordinating them 
with motor trucks and horse trucks has 
brought about a more even and economical 
merchandise movement. 

Another method which is being employed 
to remove congestion and reduce the costs 
of distribution in New York is the building 
up of a system of inland warehouses on 
Manhattan Island. In these the freight 
as it is delivered from the piers and 
trucks is deposited. Flexibility of distri- 
bution routes is the keynote. These opera- 
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The Export Outlook for American 
Manufacturers 

Attention is drawn to the significant 
shift in the character of exports from raw 
to manufactured products. The increasing 
demand from Europe for the latter, the 
expected trade revival in the newer coun- 
tries, the strong competitive position of the 
American exporter, and the reputation of 
the American standardized specialties are 
all in our favor. The science of selling 
is important, since it is a trade in special- 
ties. The study of the export of technique, 
a firm credit policy, the careful selection 
of reliable agents, the proper arrangement 
for packing and financing, well laid adver- 
tising campaigns, and especially the incul- 
cation of the export idea are some of the 
problems that face the exporter. By Julius 
Klein. The Economic World, May 23, 
1925, p. 724:134. 


Putting Marketability into Real Estate 
Bonds 

The establishment of a broader market 

for real estate bonds, the association of 

groups of firms in sponsoring issues of 

substantial size is a progressive develop- 


tions are carried on in part through con- 
tracts with the railroads, one of which is 
the Erie, a leader in this movement. 

The trucking corporations have also 
gone in for store door collection and de- 
livery. In other words, they have applied 
to regular freight the principles of express 
service. 

Broadly considered, the development of 
large distributing organizations is an evi- 
dence of the trend by which big business 
is superseding little business. By Harry 
N. Taylor. American Industries, July, 
1925, p. 36:2. 


ment of the first importance to investors in 
this type of securities. The co-operation 
of non-specialist houses in marketing real 
estate bonds, and the elimination of arti- 
ficial factors in making secondary markets 
are needed far more than slogans and 
catch-phrases to increase the confidence of 
the investing public in real estate bonds. 
Barron’s, June 29, 1925. 


Sales Managing the Balky Board of 
Directors 
This is a job which sales managers must 
keep at continually. The time to get the 
management, the board and the _ stock- 
holders lined up to the support of the ad- 
vertising and sales campaigns is not when 
business is poor, and there is the temp- 
tation to cut. It is when business is good, 
or at least normal. Then they see the 
wisdom of steady advertising and steady 
sales work. By H. D. Arthurs. Printers’ 
Ink, June 4, 1925, p. 53:3. 


How About the Selling Price? 
Advocating the reduction of price for 


the purpose of increasing volume. The 
lower selling price will attract greater 
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volume, thereby making the overhead cost 
per unit less. It may put many a made- 
to-order factory on quantity production. 
Instances are cited where prices have been 


lowered with the result of increased vol- - 


ume. By Amos Bradbury. Printers’ Ink 
Monthly, July, 1925, p. 55:2. 


What Can Be Done About Trade 
Abuses? 


Trade abuses must vanish, if an industry 


is to advance. Can a company working 


Sales Promotion: 


Turning Consumer Inquiries into Sales 

An attempt has been made to find out 
from advertisers themselves what they have 
discovered in endeavoring to obtain better 
returns from consumer inquiries. Infor- 
mation has been sought from four types: 
The advertiser who sells direct to the con- 
sumer, the advertiser who sells through 
the wholesaler to the retailer, the adver- 
tiser who sells direct to the retailer, and 
the industry engaged in a co-operative cam- 
paign. The experiences of various com- 
panies are given in considerable detail. 
By H. E. Pettingill. Printers’ Ink, June 
4, 1925, p. 149:7%4. 


Nothing Is Small in Selling 

It is believed that better relations with 
the public is the keynote of successful 
railroading. The scope and purpose of the 
advertising being done in the newspapers 
for the Illinois Central Railroad System 
in order to secure a better understanding 
is explained in this article. An interview 
by D. M. Hubbard with Charles H. 
Markham, President, Illinois Central Sys- 
tem. Printers’ Ink Monthly, July, 1925, 
p. 27:3. 


Two Thousand Letters a Week 
The Barrett-Cravens Company has de- 
veloped a plan of direct mail campaign- 
ing whereby two thousand prospects are 
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single-handed successfully combat cut. 
throat competition, unreasonable discounts 
and profit-robbing practices? Or is jt 
forced to do as the majority unwillingly 
does? These questions are answered by 
citing instances out of the experiences of 
companies that no longer suffer these han- 
dicaps. Remedies call for courage, initia- 
tive, patience and sound judgment. But 
each year business men are more and more 
convinced that there is no trade abuse that 
cannot be remedied. By Herbert M. Max. 
well, System, June, 1925, p. 734:4, 


Letters, House Organs, Advertising. 


circularized every week, and a smash mnil- 
ing sent to the whole list once every three 
months. The plan provides the salesman 
with a continuous stream of new leads, be- 
sides paying for itself in profits made on 
goods sold in open territories. By E. J. 
Heimer. Sales Management, June 27, 1925, 
p. 941 :234. 


Behind the Scenes in the Convention 
Industry 

An inspection tour of the machinery that 
has created and fostered the convention 
habit in America. The purpose of this 
article is to show why that machine exists, 
how it operates, and the direction in which 
it is headed. There is no discussion of 
the value of conventions to a business or 
industry. By Albert E. Haase. Printers 
Ink, July 9, 1925, p. 41:5%4. 


The Loose-Leaf Catalogue Has Its 
Weaknesses 

The Furst Brothers Company considered 
the loose-leaf plan, but did not adopt it, 
because they believed the retailers would 
not go to the trouble to insert the new 
leaves as they were sent to them. A six- 
teen-page catalogue was tried instead. 
These twelve small catalogues a year cost 
more than did the single large book, but 
the sales volume produced has proved that 
they are economical. 
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When the selling proposition is similar 
to that of the Universal Clothing Manu- 
facturers of Chicago, the loose-leaf cata- 


logue works out better. This is because 
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the concern sells through agents in small 
towns, and he wishes to keep his binder 
up to date because it represents his stock 
in trade. Editor. Printers’ Ink, June 25, 
1925, p. 33:1%. 


Salesmen: Selection, Training, Compensation 


Classroom to Retail Counter 

Springfield’s Commercial High School, 
aided by Springfield stores, is teaching re- 
tail salesmanship. This course, which is 
an important part of the school’s curricu- 
lum, includes daily work behind the coun- 
ters of the big department stores, and thus 
are turned out young women who are not 
only well versed in the theories of retail- 
ing, but who know how to put those theo- 
ries into practice. To “break in” new 
sales girls is expensive, but here are girls 
already broken in, who know how to talk 
to customers, how to suggest without 
offending, how to close a sale. By R. Gil- 
bert Gardner. Business, July, 1925, p. 20:2. 


Favors Employees of Higher Types 

What the stores need are fewer and 
better workers and they will get them if 
their jobs are made attractive and higher 
wages are paid. The situation prevalent 
among most of the stores seems to con- 
centrate chiefly into three great faults— 
low salaries, long hours and failure to put 
square pegs into square holes. In attempt- 
ing to employ human beings at the lowest 
possible figure, one necessarily employs 
people of a lower mentality, which in turn 
lowers the standard of the store in its 
community. The salesgirl naturally com- 
pares her hours with those of her asso- 
ciates working in banks, offices and business 
houses, and she soon becomes dissatisfied. 
The most intangible problem and one of 
the most vital is that of proper placement 
of the employee. Sufficient time is not 
given to a consideration of this phase of 
the work. There are too many people 
employed in retail stores today who are 
unfitted to hold the higher executive posi- 
tions which should be eventually filled from 


” 


the ranks. By Richard E. Steed. The 
New York Times, July 12, 1925. 


We Have Cut the Cost of Selling 

The methods used by the Fulton Supply 
Company in developing a successful mill 
supply business. Every month the com- 
pany sends out its house organ, called Ful- 
ton Facts, to all its present customers and 
its best prospects, thus keeping in close 
touch with them. 

One of the biggest factors in conducting 
any supply business is salesmen, and the 
method of paying them is of the greatest 
significance. The following six points 
contain the outlines of the salary and com- 
mission plan of this company which is iur- 
ther discussed: 1. Straight salary, based 
on salesman’s work, to experienced men. 
2. Commission of 10 per cent on salesman’s 
gross profits. 3. Commission of 12 per 
cent on gross profits if salesman sells 
quota. 4. Salesman pays all expenses of 
getting business. 5. Salesman gets credit 
for all mail orders from his territory. 
6. Salary and expenses (temporarily) for 
new salesmen. By George Winship. Jn- 
dustrial Merchandising, June, 1925, p. 69:3. 


What Can the Application Blank Tell? 

An evaluation of items in personal his- 
tory records of 4,000 life insurance sales- 
men, illustrated by several forms such as 
agent’s experience record, production rec- 
ord, Hollerith card, charted regression lines 
indicating relation between years with the 
company and 1921 paid business; correla- 
tions between biographical items and pro- 
duction, and intercorrelations between bio- 
graphical items, and others. By Grace E. 
Manson. Journal of Personnel Research, 
July, 1925, p. 73:27. 
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Educating Salesmen and Keeping Them 
Educated 

The Davey Tree Expert Company puts 
its technical men through a rigorous and 
complete course of training. The educa- 
tion of the salesmen is more general and 
of shorter duration, since it is only neces- 
sary for them to become thoroughly con- 
versant with that which the technical work 
accomplishes. The next problem is how to 
encourage both groups of men to properly 
and continually apply the information they 
have acquired, and to advise them of the 
progress and improvement of the service. 
This is solved by an organization confer- 
ence, held annually at the headquarters of 
the company. There is nothing formal 
about it and there is never a set program; 
every man has the chance to say his say 
and to present his problems for solution. 
This combination has built up a morale of 
permanency throughout the sales organiza- 
tion. By James True. Printers’ Ink 
Monthly, July, 1925, p. 37 :234. 


Relation of Salesmen to Power 
Transmission 

Some transmission and belting sales man- 
agers are striving for large volume sales 
regardless of satisfied and permanent cus- 
tomers. Then there is the bonus sys- 
tem for volume which robs the salesman 
of his sense of service because the internal 
competition is in some respects even keener 
than on the outside. But the average belt- 
ing and transmission buyer is willing to 
buy a high grade of belting and transmis- 
sion material, and therefore the dealers 
and manufacturers should educate their 
sales force to sell only good material. One 
of the best methods is through transmission 
literature and belting data which is liberally 
supplied by most manufacturers. Send 
them out better fitted to sell transmission 
materials. The average well-informed sales- 
man can steer his company away from 
many dangerous rocks if he knows where his 
commodity will work and where it will not 
work. The seller of today must sell for 
the future also. By William Staniar. The 
Dodge Idea, June, 1925, p. 11:234. 


Salesmanship 


Selling the Idea 

How few sales people can give one the 
idea behind the design of an article, and 
yet this is of great importance to the buy- 
ing public. Manufacturers pay dearly for 
beautiful designs and behind every design 
is an idea. They go to great expense to 
reproduce it in beautiful workmanship, and 
then it is often detailed to some one to sell 
who does not know the story which would 
sell the goods. There is no commodity on 
the market which so lends itself to the 
telling of stories as do precious stones 
and jewelry. By Abby Beatrice Prather, 
The Manufacturing Jeweler, June 18, 1925, 
®..d2:1. 


Sales and Collections on Schedule 

An outline of the plan used by the Gen- 
eral Cigar Company in routing salesmen and 
getting the maximum turnover on business 
in their territory. Under this plan sales- 
men are held responsible for collections, 


and if dealers do not pay within thirty days, 
the salesmen must sell them thereafter on 
a C. O. D. basis. By Ellsworth Biggs, 
Business, July, 1925, p. 12:2. 


My Answer to Seven Common Sales 
Objections 

Answers are given at length to these 
objections: “Your goods are not known; 
your goods are in every shop; your goods 
are about the same as other makes; I do 
not want to open new accounts; your 
goods are really fine, but I cannot buy 
to-day; I will take up your goods if you 
will promise not to call on any other buyer 
in the district.” By D. Ventura. System, 
July, 1925, p. 41:1%. 


When a Territory Goes Bad 
When a new salesman is sent into a 
slumping territory, he is too often expected 
to show an immediate increase in sales, 
How this hampers him in regaining lost 
good-will, re-establishing sound credit con- 
ditions, etc., is shown in the experience of 
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one company who sent four men into one 
bad territory before it was finally re- 
claimed. Sales Management, June 27, 1925, 
p. 964:1. 


Salesmen Who Jump Over Territorial 
Boundaries 


The territorial question must be handled 
so tactfully that the agent sees the fair- 
ness of the policy and decisions based on 
that policy, and the retailer does not get 
the impression that the company is trying 


to dictate where and how to buy. When 
the company’s sales policy includes exclu- 
sive agents as part of its distribution plan, 
common sense and dexterity are essentials 
to keep toe-treading from becoming a seri- 
ous menace to the main job of building 
more sales for the company. When any 
system becomes so full of rules that sales 
are lost to a competitor, it is time the rule 
of more common sense be applied. By 
Ralph Crothers. Printers’ Ink, July 2, 
1925, p. 41:3. 


Survey of Books for Executives 


Social Consequences of Business Cycles. 
By Maurice B. Hexter. Published 
for The Pollak Foundation for Eco- 
nomic Research by Houghton Mifflin 
Co., Boston, 1925. 198 pages. $4.00. 
While this essay is of concern primar- 

ily to the technical statistician and the 

student of population movements, it also 
makes an appeal to the thinking man, 
wherever he may be found. It is a good 
thing to be prodded out of a simple 
bovine contemplation of each day’s 
problems as they come along. Any- 
thing that wakes us up to a sense of 
long range movements, trends, rhythms, 
is a distinct achievement. Dr. Hexter 
has made a distinct contribution, not 
only to sociological and economic tech- 
nique, but also to our common fund of 
social fact. His general thesis is that a 
series of demographic data can be 
broken up into simpler series. That is, 
such mysteries as birth-rate, death-rate, 
marriage and divorce can be broken up 
into smaller or simpler mysteries by 
showing their correlation with other so- 
cial facts and the influence of seasonal 
variations, cyclical fluctuations, and 
other forces producing ebb and flow. 
After working out correlations be- 
tween birth-rate and employment, birth- 
rate, marriage-rate and death-rate, mar- 


riages and conceptions, births and 
wholesale prices, births and employment, 
death-rate and employment, marriage- 
rate and wholesale prices, divorce and 
wholesale prices, he concludes that the 
cycles in which such vital phenomena 
move precede rather than follow those 
fluctuations which we call business 
cycles. The author safeguards himself 
by sound scientific skepticism and a lack 
of dogmatic assertion all the way 
through his exposition. He is careful 
to remind us that he is “very far from 
regarding fluctuations in the birth-rate 
and the death-rate as the sole cause of 
the origin of business cycles. He gives 
much weight to explanations of origin 
which turn on the fiscal side of business 
and those which emphasize variations in 
consumers’ demand or in producers’ de- 
mand. He does not regard the theories 
of the self-generating business cycle as 
valueless) He does admit, however, 
that some of the findings of the present 
study indicate that most economists, in 
their study of the origin of the business 
cycle, have overlooked important psy- 
chological forces. He suggests that in 
these human occurrences which come to 
most men, capitalists and common la- 
borers alike, we have the sources of 
most human emotions, and that these 
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emotions affect every field of man’s en- 
deavor. Further study of these sources 
of variations in human emotions may 
throw much more light on obscure 
points in economic theory.” 

The lavish statistical tables are uni- 
formly clear and accurate; but the pub- 
lishers have been so economical that 
some of the very important charts have 
been reduced to such microscopic di- 
mensions as to make them an annoyance 
rather than a help to the reader, (e.g. 
pages 10, 30, 38, 44, 48, 61, 65). To the 
publishers, also, we would suggest that 
it is to say the least a silly convention 
which omits page numbers at the begin- 
nings of chapters and on full pages of 
statistical tables. A Foundation seeking 
to instruct the public in sound eco- 
nomics should not waste our greatest 
economic asset, namely, time, in hunt- 
ing for missing numbers which the 
printer would have inserted free. 

While following Dr. Hexter by the 
route of his cautious reasoning to most 
of his conclusions, we are not able to 
record conviction on the subject of a 
human pairing season. The present 
study seems to bring us no nearer that 
conclusion than did Westermarck from 
whom the author takes his slant: West- 
ermarck’s arguments on this point al- 
ways impressed us as thin and uncon- 
vincing. But about the masterly use 
which Dr. Hexter has made of statis- 
tical methods which the Harvard Com- 
mittee on Economical Research applies 
to business statistics there can be no 
difference of opinion. 


Artuur J. Topp, Labor Manager, 
B. Kuppenheimer and Co., Inc. 


Financial and Operating Ratios in Man- 
agement. By James H. Bliss. Ron- 
ald Press, New York, 1923, reprint 1924. 
396 pages. $6.00. 

Progress in industry, to be safe and 
permanent, must be equalized in all de- 
partments. Methods of production con- 
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trol have been greatly advanced by the ex. 
pansion of Taylor’s policies. Personnel 
control has been improved by means of 
bonus systems, savings plans and welfare 
work. Scientific forecasting and budgetary 
administration have advanced operat; 
and financial control, and fruitful results 
will be obtained by further efforts in this 
direction. 


The purpose of “Financial and Operating 
Ratios in Management,” as given in the 
preface, is “to develop certain standard 
ratios for the use of managing executives 
in securing more effective control of the 
finances and operations of their business,” 
After a brief survey of the functions and 
responsibilities of management, and a state- 
ment as to the use and value of account- 
ing and financial statistics, Mr. Bliss es- 
tablishes eighteen vital ratios to be used as 
“measures of business efficiency” or “yard- 
sticks by which to judge the status of a 
business.” These ratios are divided into 


four main groups, viz.: 
Measures of Earnings, 
Measures of Cost and Expense, 


Turnovers, and 
Financial Relationships. 

Part I is devoted to giving the definition, 
method of computation, value, use, and 
limitations of each ratio. It is concluded 
with short chapters on analyzing financial 
statements, reading financial reports, and 
preparing statistics. Methods of the prepa- 
ration and use of the analytical and sum- 
mary forms of the balance sheet and com- 
parative income statement are also given. 

The second section consists of statistical 
compilations of these standard ratios based 
on the published reports of 230 companies 
representing 43 industries. These com- 
pilations are in such form that any com 
pany may compare its position with that 
of a similar company for any year of the 
period 1913 to 1921, inclusive. There are 
some limitations pointed out, due principally 
to the unreliability of some of the published 
reports. 

Good management, however, demands 
something more than a standard of com- 
parison for current or past conditions—it 
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wants to look into the future. This has 
been provided for. When a certain policy 
is contemplated, modern budget and finan- 
cial methods make it possible to accurately 
estimate a balance sheet and income state- 
ment for the period in question. The 
ratios may then be computed on these esti- 
mates and the effect of the policy accurately 
determined. 

Some of these ratios may not be par- 
ticularly applicable to certain companies, 
but even these might profit by using 
standard methods of computing a few of 
the characteristic ratios and, by comparison 
with the tables, define their position with 
relation to competitors and others in the 
same industry. 

Many of the ratios are new, and the 
methods of computation have been revised 
and standardized. Scientific methods of 
financial control are just being recognized 
and the possibilities have barely been 
touched. The benefit is there for the 
modern executive who will aid in the de- 
velopment of this phase of management. 

D. W. Harris, Treasurer, 
The Empire Companies. 


Office Etiquette for Business Women, 


By Ida White Parker. Ronald Press, 

N. Y., 1924. 87 pages. $1.25. 

“Office Etiquette for Business Women” 
is a manual for the use of office managers 
in training employees in matters of eti- 
quette and to supply helpful hints to the 
young business woman herself as to how 
to develop a pleasing personality. 

The range of information is considerably 
wider than that usually included in a dis- 
cussion of etiquette. For example, the 
chapters, “At the Reception Desk,” “Secre- 
tarial Courtesy,” “Etiquette at the Tele- 
phone” and “Etiquette in Correspondence” 
might well be included in a text book of 
office procedure. The other chapters deal 
with the usual problems of etiquette not 
omitting aids to perfect behavior at the 
table and the oft-repeated suggestions as to 
suitable dress for the office. Admonitions 
such as “dark stockings are best for the 
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office” will be heeded by few, we fear, 
until uttered by dame fashion herself. 
Then and only then will light colored 
hosiery go the way of the “Peekabo 
Blouse,” gone long since but apparently 
never to be forgotten. 

In the chapter entited, “Etiquette in the 
Office,” the author says that “the ‘man at 
the top’ creates the atmosphere of the en- 
tire office.” As this statement expresses a 
well-known truth and gives the key to the 
whole situation, one wonders why discus- 
sions of business etiquette are always ad- 
dressed to women. The gum-chewing 
typist will continue to blush, by no means 
unseen, in the office of the manager with a 
fondness for “Honest Scrap.” 

D. V. WEsToN. 


—_——_—_——_ 


When Life Loses Its Zest. By Abraham 
Myerson, M.D. Little, Brown & Co., 
Boston. $1.75. 

Anhedonia, as boredom and its manifes- 
tations are known to the medical profes- 
sion, is the subject of this brilliant book. 
There are three main elements in this 
pathological condition according to Dr. 
Myerson, viz. (a) the loss or diminution 
of the energy-feeling, (b) the loss or 
diminution of desire and satisfaction, (c) 
restlessness of body and mind. 


Lack of occupational adjustment, the 
monotony of many occupations, anxiety, 
“the over-valuation of the future, the 
over-centralization of purpose, the immo- 
lation of our sensual life on the altar of 
a spiritual life . the robbing of 
the present for the sake of a future which 
we may not live to experience” are among 
the causes. Civilization has speeded us 
up so that to lead a normal life is diffi- 
cult. Jazz and speed, the hectic, frantic 
effort to find stimulation, and once hav- 
ing found it, the renewed effort to find 
super-stimulation are at the bottom of the 
trouble. We allow ourselves to be thrown 
off our balance. We ignore the principle 
of moderation. 


The author offers simple suggestions 





268 AMERICAN MANAGEMENT REVIEW 


for the treatment of anhedonia. These 
include the establishment of a good physi- 
cal hygiene and the restoration of sleep, 
appetite and the energy feeling. 
Executives who wish to get an insight 
into the problem of human _ behaviour 
will find Dr. Myerson’s book stimulating 
and instructive. 
DanreEt BLooMFIELD, Managing Director, 
Retail Trade Board, Boston. 


The Business of Life. By Hugh W. 
Sanford. Oxford University Press, 
American Branch, 1924. 2 volumes. 
xix :959. $10.00. 

This volume with the sub-title “Eco- 
nomics for Business Men,” is far from 
being a popular treatise. Most interesting 
to the business man probably is a chapter 
on “Profit Sharing Schemes,” which is ad- 
verse to profit sharing. One may quote as 
follows: 

“Systems of profit sharing thus tend to 
create a spirit of unrest among employees. 
* * * Wages thus become a gamble—a 
demoralizing game of chance rather than a 
steady certainty. * * * The differences be- 
tween employer and employee are not so 
likely to crop up when only a few con- 
cerns have adopted profit sharing, and when 
those employees of profit-sharing com- 
panies are actually getting a larger re- 
ward for their own greater productivity, 
and are thus satisfied and happy under the 
imagined benefits of the plan. Even when 
universally adopted, the scheme is more 
likely to satisfy labor during periods of 
inflation and rising wages, when money 
profit, regardless of its buying power, is 
constantly increasing in terms of dollars. 
During this period almost any plan will be 
satisfactory. * * * Labor does not under- 
stand the true economic basis of the dis- 
tribution of profit. If it did understand, 
general profit sharing would be considered 
both unnecessary and undesirable. Labor 
would have no desire to share in the profit 
of capital, for labor would realize the final 
benefit to itself of these large profits. * * * 
Profit sharing is certainly no “cure-all” 


for labor troubles. It is very doubtful if 
it has any permanently curative properties 
It is more like a temporary sedative, byt 
a drug having unfortunate after-effects 
Profit sharing cannot have as satisfactory 
results through the years as the regular 
competitive conditions of the past. * * * 
It is very doubtful whether employees will 
attain a more correct economic viewpoint 
of the rights of capital.” 


Graphic Analysis for Executives. By 
Winfield A. Savage. Codex Book Co, 
N. Y., 1924. 139 pages. $4.00. 

Amid the deluge of books on business 
statistics it is difficult to justify another, 
In the opinion of the reviewer this book 
does not contribute new material to its 
field. One feels that its primary aim is 
to sell chart paper for the publisher and 
a charting service for the author. 

There is a decided office angle to the 
author’s viewpoint. He stresses financial 
management with some attention to sales 
problems. Slight attention is paid to the 
problem of production control or to other 
managerial aspects such as advertising, 
purchasing and personnel. This lack of 
balance of viewpoint is somewhat disap- 
pointing in view of the author’s statement 
on page 17 that, “A comprehensive set of 
charts which will bring all of the adminis- 
trative factors of a business directly un- 
der the eye in a form which will prove 
most valuable has long been in demand by 
the busy executive. 

“Such a set is shown herein and was 


especially designed to facilitate administra- 
tive control.” 


Having exercised the reviewer’s preroga- 
tive of commenting on the negative aspects 
of the book, let us turn our attention to 


the positive, constructive contributions 
which it has to make. 

The outstanding feature of the book is 
that it is highly practical and does not 
engage in lengthy theoretical discussions 
which merely tire the executive. The ma- 
jor executive who would derive benefit 
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from administrative control charts is us- 
ually not interested in the detailed tech- 
nique by which these charts are prepared 
nor in the theory which underlies various 
methods of comparison. Usually he can 
well afford to pay an assistant to possess 
such a background. The author has recog- 
nized this and has wisely refrained from 
indulging in unnecessary explanations. His 
viewpoint has been rather that he is talk- 
ing to an executive in his own office as they 
together study charts prepared by the author 
for the benefit of the particular executive. 
For a book whose message is aimed at 
major executives this viewpoint is sound. 
Although obviously the details of the 
administrative control charts which the au- 
thor sets forth are not directly applicable 
to your business and mine, the method is, 
nevertheless, suggestive and one is inclined 
to forgive the author and publisher for 
attempting to sell their wares through the 
medium of a published book. 
EuceNne J. BENGE, 
Manager of Industrial Relations, 
Atlantic Refining Company. 


Personnel Management on the Rail- 
roads. By Henry Bruére. Simmons- 
Boardman, N. Y., 1925. 213 pages. 
$3.00. 

A distinctly valuable contribution to the 
very important study of human relation- 
ships in industry is the result of a sur- 
vey made by the Policy-Holders’ Service 
Bureau of the Metropolitan Life Insur- 
ance Company, under the direction of 
Henry Bruére, Third Vice-President, at 
the suggestion of Interstate Commerce 
Commissioner Potter. 

Not only has attention been given to 
the work which has been done by a num- 
ber of the railways in improving relations 
with employees, but methods which have 
been found valuable in other industries 
have been suggestively applied to the rail- 
way transportation industry. The volume 
is a comprehensive, clear and interestingly 
written report, involving studies of per- 
sonnel management methods on eight rail- 
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roads operating in different sections of 
the United States, and the subject is pre- 
sented in a manner free from untried 
theories or technical phraseology. 

The relations between railway manage- 
ments and railway employees are discussed 
in an intelligent and practical way from 
a constructive standpoint. Work on a 
railroad is not considered as so many 
man-hours, but rather as a group of 
human beings to be dealt with as such 
—not from any sentimental or paternalis- 
tic standpoint, but from that of sound 
business policy. The book attempts to 
outline employee and management prob- 
lems and to suggest methods of solu- 
tion, and explains in detail the various 
successful methods in actual use on vari- 
ous railroads. The book makes interest- 
ing and instructive reading not only for 
railway executives, but for employees as 
well. In presenting the subject under con- 
sideration, the introduction to the book 
says: 

“This report takes a definite departure 
from the old view that the interests of 


the employees and the railways can be 


reconciled only temporarily, and then 
through the process of controversy, arbi- 
tration and compromise. Its authors be- 
lieve that effective railway management 
will, in the future, make it a prime duty 
to discover means for steadily improving 
the status of railway labor and for en- 
abling those who work for the railroads 
to share in whatever measure of success 
the railroads achieve as a result of public 
confidence, efficient administration and em- 
ployee loyalty. 

“A railroad is not to be thought of 
merely as a business undertaking. It is 
a public-service enterprise, and, as such, 
is dependent not only upon business effi- 
ciency, as it is ordinarily understood, but 
also upon ability to win and keep public 
confidence. Generally speaking, railway 
workers, through their official spokesman, 
at least, talk and are likely to act, not as 
parties to a particular business undertak- 
ing, but rather as members of a class of 
industrial workers whose interests are af- 
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fected by forces beyond the control of 
their employers, and who, therefore, must 
appeal to the public, often in opposition 
to their employers, for support of their 
assumed special interests. The situation is 
subversive of railway morale, and while 
it continues there can be no assurance of 
permanent progress and success in the 
conduct of the railway business, as even 
quasi-private enterprises.” 

The volume is one which may be read 
by every railroad officer and employee to 
advantage, and will prove of material aid 
to those in industry generally who ap- 
preciate the importance of human rela- 
tionships and who seek practical means 
of solution of the trying problems of the 
hour. As a text book for those who are 
fitting themselves for personnel activi- 
ties it should prove unusually worth-while. 

Hat S. Ray, Director, 
Personnel and Public Relations, 
Chicago, Rock Island and Pacific Ry. Co. 


Psychology in Business Relations. By 
A. J. Snow. A. W. Shaw, Chicago, 
1925. 554 pages. $4.00. 

“Numerous books have been written on 
the branches of psychology which relate 
to business. There are many good books 
on the subject of advertising, and the 
field of salesmanship has inspired almost 
an equal number of volumes. So far as 
we know, however, there has been, up to 
this time, no book which combines the 
study of all the branches of business psy- 
chology, written for the business man and 
the student of business. This volume is 
designed to fill such a need.” 

In these words the author justifies the 
publication of this large volume. Be- 
tween its covers we find a treatment of 
the Psychology of the Consumer, Psychol- 
ogy in Marketing, Psychology in Adver- 
tising, Psychology in Selling, and Psy- 
chology in Employment. 

The published material on these topics 
is enormous and a satisfactory summary 
may be considered quite an accomplish- 
ment. In view of the difficulty of his 


undertaking, Dr. Snow has succeeded quite 
well. He has been forced, however, to 
limit himself to general principles at the 
expense of discussions of experimental 
work, which should be the meat of the 
volume. 

The author discusses briefly his recent 
successful study of methods of selecting 
taxicab drivers. 

Dr. Snow lists the best material for 
those who wish to go into any of the 
fields at greater length. 

Max Freyp, Assistant to Director, 
Personnel Research Federation, 


Competitive Trade Practices. By J. C. 
Aspley. Dartnell Corporation, Chi- 
cago, 1924. $6.00. 

The ten sections of this manual are 
attractively and conveniently bound in a 
loose leaf leather ring binder (6 x 9) 
and comprise: Rebating Schemes and 
Price Manipulation, Advertising and 
Freight Allowances, Cancellations and 
Returned Goods, Trial and Consignment 
Selling, Discount Rates and Terms of 
Sale, Premiums and Special Inducements, 
Pooled Shipments and Split Deliveries, 
Mail Order Houses and Buying Syndi- 
cates, Exclusive Agency Agreements and 
Arrangements, and Price Cutting and 
Unfair Competition. These sections are 
conveniently indexed for ready reference, 
The policies and experience of represen- 
tative companies are quoted. 


Industrial Coal— Purchase, Delivery 
and Storage. A Report of the Amer- 
ican Engineering Council. Ronald 
Press, N. Y., 1924. 405 pages. $5.00. 
The puzzle artists delight to ask “What's 

wrong with this picture?” If enough 

people devote enough time to the solution 
they may find the answer. It remains 
then to agree that the answer is adequate. 

The coal business has been more or less 
of a puzzle to many people for some time. 

As a matter of fact, it appears to be a 

puzzle to those engaged in it. 
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A group of engineers, representing the 
American Engineering Council, working 
in collaboration with President Harding’s 
Coal Commission, has undertaken to solve 
the puzzle. The results of their efforts 
appear in the book under review “Indus- 
trial Coal—Purchase, Delivery and Stor- 
age.” The work deals primarily with the 
advantages of a stabilized supply. These 
engineers, turned economists, undertake 
to make out a case for systematic storage 
of coal on the part of Industrial consumers. 
If the coal industry were governed by 
logic their case might be said to be made. 
Unfortunately, the governing elements are 
so diverse and so far from being influenced 
by logic that any logical solution is open 
to the criticism that it is not practical. 
Perhaps the greatest weakness of the re- 
port lies in its failure to demonstrate any 
immediate reduction in cost to the con- 
sumer over the method he now uses of 
contracting when it is to his advantage 
to do so, and buying on the spot market 
when he finds the producers in a weak 
position. 

The very fact that market advantage 
can shift so radically from producer to 
consumer and from consumer to producer 
within a comparatively short space of 
time indicates the need for careful study 
of the problem on the part of everyone 
in any way affected by the price of coal. 

Primarily the book will interest Indus- 
trial Executives who are charged with re- 
sponsibility for operating costs. If their 
coal bill is a sufficient factor in costs to 
justify careful consideration they will 
naturally want to know how it can be re- 
duced. At this moment storage may not 
offer any relief. We are in the midst of 
a buyer’s market. History and economic 
common sense tell us, however, this is 
temporary, and wise industrial executives 
will keep a weather eye to the future and 
at least give consideration to any plan 
that promises stability to price and supply 
of their fuel. He will find here carefully 
worked out data covering cost of install- 
ing and maintaining storage equipment, in- 
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surance, taxes, etc. He will also find au- 
thoritative discussion of deterioration and 
spontaneous combustion. He will find on 
the whole that many objections formerly 
raised can be overcome by modern engi- 
neering skill. 

Transportation executives who are re- 
sponsible for deciding finally whether or 
not railroad companies store coal as a 
regular policy rather than spasmodically 
to meet emergencies will be helped by the 
research of these engineers as set forth 
in this volume. 

Producers, too, if they are not already 
sick of reading about their own business 
way get a new start on this difficult prob- 
lem. 

Perhaps because he is not thoroughly 
sold on the laisser faire philosophy—the 
bituminous coal business now and for 
some years past offers a splendid example 
of that philosophy—your reviewer sees 
little hope of having the consumer accept 
the advice of these engineers unless he 
and the other factors, producers and trans- 
portation agencies, show a greater dispo- 
sition to co-operate toward a permanent 
solution of the problem for industrial ad- 
vantage. We have been witnessing a bit- 
terly played cut throat game. Yester- 
day the railroads held the trumps—to-day 
the consumer holds them and tomorrow 
the producers must hold them or get out 
of the game. 


While we are discussing this book, may 
we ask how many executives are guided 
in their decision by anything they read in 


books? How many concerns pay enough 
attention to research of any kind affecting 
their business to maintain a business library 
for the use of their executives? 
Incidently this book is not as easy to 
read as it should be if it is to serve its 
purpose in a broad field. It is too heavy. 
Why make books so heavy one gets tired 
holding them? There is some duplication. 
Stricter editing would have reduced the 
pages by perhaps one hundred. The text 
is directed primarily at 90,000 car lot 
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buyers of coal whose concerted action is 
necessary to affect the case set forth. Is 
this valuable material dressed in such 
fashion as to reach any considerable num- 
ber of them? 


If all elements of the industry, pro- 
ducers, consumers and transportation agen- 
cies were agreed to study together this 
and additional scientific data would they 
make any change in the medium? These 
latter observations are incidental. We hope 
enough industrial coal consumers will read 
the book to justify the effort these engi- 
neer-economists put into its building. 


Joun M. Carmopy, Vice-President, 
The Davis Coal and Coke Co. 


Bond Salesmanship. By William Ww. 
Townsend. Henry Holt, New York, 
1924. 463 pages. $4.60. 


This book has grown out of the author’s 
mature and varied experience. He has sold 
bonds in country districts, in moderate 
sized cities, and in New York. He has 
trained and supervised hundreds of bond 
salesmen and, as vice-president of a bank, 
has bought bonds. At present, Mr. Town- 
send is sales manager of J. G. White & 
Company, Inc., and instructor in Bond 
Values and Bond Salesmanship in Colum- 
bia University. 

These years and duties, working upon 
the author’s native bent for analysis: and 
his strong talent for leadership, give him 
the character, in the book, of a seasoned 
and sage guide accompanying the salesman 
on his way, and offering honest and friendly 
counsel regarding proper equipment and 
conduct. 

The scope of the book is clearly indicated 
by its title. It deals with selling bonds and 
confines itself to that subject. The large 
field of stock selling in its several phases 
including speculative trading, stock dis- 
tribution in general, and customer owner- 
ship stock selling are not discussed. Mr. 
Townsend limits himself strictly to the 
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selling of bonds—chiefly for investment, 
This subject, however, he treats with mag. 
terly comprehensiveness, and in full prag 
tical detail. 

The titles of some of the chapters—be 
ginning with the last—will indicate the 
nature of the specific subjects treated: 

“Three Methods of Doubling the Sales. 
man’s Income.” 

“The Organization of a Day’s Work.” 

“Mechanical Aids to Bond Salesmen.” 

“The Campaign.” 

“Syndicate and Specialty Selling and 
Wholesaling.” 


“Institutional Selling.” 

“Exchanges of Securities.” 

“The Steps of the Sale.” 

“Customary Objections.” 

“Completing the Sale.” 

These chapters will be found to be filled 
with practical suggestions, especially for 
the less mature salesman but also for the 
veteran. 

The earlier chapters, entitled: 

“What is Bond Salesmanship ?” 

“Who Should Sell Bonds?” 


“What Should the Bond Salesman 
Know ?” 


“The Salesman’s Attitude.” 
“The Psychology of the Sale.” 


will prove to be more interesting I 
imagine, to sales executives than to sales- 
men. In recommending the book to our 
securities salesmen I shall suggest that 
the reading of these chapters be deferred 
until after the later chapters have been 
read. 

The adjectives which come to mind as 
appropriate to sum up Mr. Townsend's 
book as a whole are such words as “sound,” 
“standard,” “substantial,” “thorough,” “pro- 
fessional,” “authoritative.” It is worthy of 
the patronage bestowed upon it by the In- 
vestment Bankers Association. 


DanieEL Roy FREEMAN, 


Educational Director, Securities Dept., 
Henry L. Doherty and Company. 


